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SUBJECT: PIT Rates/Del etes Lowest Bracket and Revi ses Renmi ni ng

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

X AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’'S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

X DEPARTMENT POSITION CHANGED TO PENDING.

X REMAINDER OF PREVIOUS ANALY SIS OF BILL ASAMENDED APRIL 7, 1998, STILL APPLIES.
OTHER - See comments bel ow.

SUWARY OF BILL

This bill would elimnate the 1% tax rate bracket for personal incone taxpayers
and revise the inconme threshold anobunts for the remaining tax brackets to refl ect
the inflation adjustment through the 1997 tax year.

SUWMVARY OF ANMENDMENT

The January 21, 1998, anendnent revised the incone threshold anmounts to reflect
the amobunts for the 1997 taxable year, which include adjustnents through the 1997
cal endar year. Elimnation of the 1% tax rate bracket would apply to taxable
years beginning on or after January 1, 1998.

The adj usted inconme threshold anpbunts for taxable year 1998 woul d not be
avai |l able until after June 1, 1998.

Except for the sections discussed in this analysis, the analysis of SB 83 as
anmended April 7, 1997, still applies.

Techni cal Consi derati on

On page seven, line 21 should read “over $32,916" not over $32, 207.

DEPARTMENTS THAT MAY BE AFFECTED:
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FI SCAL | MPACT

Tax Revenue Esti mate
Revenue | osses are estimted to be:

Esti mat ed Revenue |npact for SB 83
As Anended January 21, 1998
Ef fective after Decenber 31, 1997
Assuned Enactnent After June 30, 1998
Revenue | npact by Taxabl e Years

($in mllions)
1998 1999 2000
(%$64) ($57) (%$62)
Revenue | npact by Fiscal Years
($in mllions)
1998-9 1999-0 2000-1
($87) ($59) (%$64)

For the 1998 tax year approximately 1.8 mllion filers would be inpacted
fromthis proposal and for 1999 approximately 1.6 mllion filers would be
impacted. This is due to the additional $100 dependent credit that takes
effect in 1999 under current law, which results in no tax liability for some
t axpayers.

Thi s anal ysis does not consider the possible changes in enploynment, personal
i ncome, or gross state product that could result fromthis measure.

Tax Revenue Di scussi on

Revenue | osses under the Personal |ncome Tax Law woul d depend on the nunber
of taxpayers who woul d have their tax reduced or elimnated by the renova
of the 1% tax rate bracket and the revenue fromthe reduced 4% bracket
threshold. At 1998 levels the new starting point for the 4% bracket is
projected to be $9,796 single (rather than $12,415) and $19, 590 head of
househol d and joint (rather than $24, 828).

The above estinmates are based on the departnment’s personal incone tax nodel
These estimates do not reflect any behavioral inpact that m ght occur as a
result of these tax rate changes.

The follow ng table reflects the tax changes by adjusted gross incone
cl asses:

Esti mat ed Revenue Inpact for SB 83 As Amended January 21, 1998
Repeal 1% Tax Rate & Lower 4% Tax Bracket Threshold 1/
1998 Taxabl e Year
Returns & Tax Liability Changes
By Adjusted Gross |Incone C asses

Adj

Tax Change As
usted Gross Returns 2/ Per cent of Total Tax| Average % of Tot al

I ncome C ass Wth Changes|Total Returns| Change |Tax Change|Tax Liability
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(t housands) (mllions

Oto $20, 000 1, 154 68. 0% ($é2) ($28) -18. 7%
$20, 000 to $30, 000 514 36. 6% ($25) (%49) -2. 7%
$30, 000 to $40, 000 125 9. 3% ($6) (%48) -0. 7%
$40, 000 to $50, 000 25 2.3% ($1) (%40) -0.1%
$50, 000 to $100, 000 23 0. 9% * (%$21) -0. 0%
$100, 000 to $150, 000 2 0. 6% * ($3) -0. 0%
$150, 000 and over 6 1. 0% * ($3) -0. 0%

Total s 1, 849 100. 0% (%$64) ($35)

* Less than $15, 000

1/ The above table reflects the tax changes by adjusted gross incone as a result of
repealing the 1%tax rate and reducing the starting point of the 4%rate bracket.

2/ Nunber of returns nmade non-taxable
Nunber of taxpayers nade nont axabl e,

BOARD POSI TI ON

Pendi ng.

counting joint

returns as two taxpayers

400, 000
500, 000




